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UR reimbursement mechanism, 
PSRO deadline extension 
pass Senate, House; go to Ford 
WASHINGTON, D.C.~Two PSRO amendments were 
r e t a i n e d i n the Medicare amendments h i l l t h a t 
went t o the President during the h o l i d a y s , 
and one t h a t d i d n ' t s i i r v i v e the last-minute 
l e g i s l a t i v e j u g g l i n g hy the House and Senate 
w i l l he considered e a r l y t h i s year hy the 
House Ways and Means Committee. 
The two successful measures vould: 
— e x t e n d from Jan. 1, 1976 t o Jan. 1, 
1978, the p e r i o d during which the Secretary 
of Health, Education,and Welfare must recog-
nize physician organizations t h a t want t o he 
designated as PSROs. 
— p r o v i d e f o r reimbursement t o PSROs 
through the Medicare t r u s t funds or Medi-
caid general revenues f o r costs they i n c u r 
i n performing u t i l i z a t i o n review on behalf 
of h o s p i t a l s . 
CHANGES MDE 
I n the rush toward t h e i r Dec. 19 ad-
journment, the House and the Senate made 
several changes i n the so- c a l l e d Medicare 
amendments of 1975. The h i l l was one of the 
l a s t preadjournment measures t o receive f i -
n a l approval hy the Senate a f t e r the House 
had approved the measure 371-16 e a r l i e r t h a t 
day. 
Rep. G i l b e r t Gude (R-Md.) complained 
t h a t the l e g i s l a t i v e s h u f f l e preceding pas-
sage r e s u l t e d i n closed-door r e j e c t i o n o f a 
p r o v i s i o n t o a s s i s t PSROs i n o b t a i n i n g ade-
quate l i a b i l i t y insurance. "...The s i t u a t i o n 
we are confronted w i t h i s t h a t , being unable 
t o o b t a i n p r o t e c t i o n a f t e r a year-long 
search, some o f the PSROs w i l l have no a l -
t e r n a t i v e but t o cease operations, unless 
Congress does provide adequate p r o t e c t i o n , " 
(Continued on pg. 7) 
The PSRO program 
3 years into mission: 
Poll elicits mixed 'reviews' 
Three years have passed since Congress 
approved, and President Richard M. Nixon 
signed, an act amending the Soci a l S e c u r i t y 
laws t o create P r o f e s s i o n a l Standards Re-
view Organizations. I f the program i s t o 
achieve i t s dual goals o f c u t t i n g the costs 
and improving the q u a l i t y of m.edical care 
— g o a l s debated by many—that day i s s t i l l 
f a r o f f , considering the complexity and 
costs i n v o l v e d i n s e t t i n g up the PSRO mech-
anism. 
Nonetheless, PSRO Update considered the 
t h i r d " b i r t h d a y " o f the PSRO program a f i t -
t i n g time f o r assessment by leaders knowl-
edgeable about PSROs. The d i v e r s i t y o f 
comment t h a t came i n response t o our request 
f o r a three-year assessment proves conclu-
s i v e l y t h a t the program i s s t i l l f a r from 
attainment of i t s goals, and indeed, could 
w e l l founder f a r short o f t h a t f u l f i l l m e n t 
i f m anifold problems—such as underfunding, 
bureaucratic i n t e r f e r e n c e , c o n f i d e n t i a l i t y 
and " t u r f " p r o t e c t i o n — a r e not resolved. 
Despite these problems, however, many r e -
spondents hold great hope f o r eventual suc-
cess i n t h i s unique n a t i o n a l venture. 
The responses t o PSRO Update's t e l e -
phone survey f o l l o w ; 
BEWARE 'ENCUMBRANCES' 
GERALD BESSON, M.D., chancellor of the I n -
s t i t u t e of Profe s s i o n a l Standards: 
The PSRO program has forced the medi-
c a l p r o f e s s i o n t o develop methodologies f o r 
self-examination and, i n doing so, w i l l f u r -
t h e r r a t i o n a l i z e p r o f e s s i o n a l decision-mak-
in g and improve medical care. However, the 
increa s i n g bureaucratic encvimbrances of the 
(Continued on pg. 3) 
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Private company's study 
sees acceptance of PSROs, 
despite diverse problems 
Despite problems of lack o f s u f f i c i e n t 
funds, fears by doctors and h o s p i t a l s o f 
federal-government domination and r i v a l r y 
f o r c o n t r o l , federally-mandated peer review 
seems t o be accepted by a l l major p a r t i e s 
involved. 
This acceptance i s the conclusion o f a 
236-page r e p o r t on PSROs by IMS America, 
L t d . , of Ambler, Pa., a f i r m s p e c i a l i z i n g 
i n phannaceutical-industry marketing data. 
E n t i t l e d "An In-Depth Study o f Opportunities 
i n PSRO Programs," the study describes the 
o r i g i n of PSRO, i t s f i r s t stumbling oper-
a t i o n s and the a t t i t u d e s o f the p r i n c i p a l 
groups i n h e a l t h care, as w e l l as t h a t o f 
the p o l i t i c i a n s i n Congress. 
The study also concludes t h a t the de-
velopment o f h e a l t h care i n t h e l a s t 10 
years i n the U.S. appears t o c a l l f o r some 
form of c o n t r o l of the cost and q u a l i t y o f 
medical care. 
'LOGICAL' MOVE 
Noting t h a t the f e d e r a l government i s 
the l a r g e s t s i n g l e i n s t i t u t i o n i n v olved i n 
buying medical care, the study says i t i s 
q u i t e l o g i c a l t h a t the government take the 
leadership i n t r y i n g t o c o n t r o l cost and 
q u a l i t y of medical care. 
What has happened t o PSRO? 
The study says the program's growth 
process has been slow because of l a c k of 
s u f f i c i e n t money, s t a f f turnover i n govern-
ment and a la c k o f complete acceptance o f 
the method o f implementation. 
Inner p o l i t i c a l b a t t l e s have also ham-
pered the growth o f PSRO, as departmental 
bureaucrats have tangled i n a grab f o r con-
t r o l , the r e p o r t says. Also, various seg-
ments o f the h e a l t h f i e l d have contended 
f o r c o n t r o l . 
But, o v e r a l l , the study a s s e r t s , PSRO 
appears t o be the foundation f o r monitoring 
h e a l t h care under the i n e v i t a b l e h e a l t h - i n -
surance program. I n a d d i t i o n , since the 
study i s p i t c h e d as a u t i l i t a r i a n guide f o r 
drug f i r m s and medical-instrument and hospi-
t a l - s u p p l y companies, i t notes t h a t the 
PSRO program o f f e r s commercial o p p o r t u n i t i e s 
f o r these f i r m s . 
There are many problems t o be solved 
before the n a t i o n a l health-insurance plan 
i s a r e a l i t y . The study, conducted during 
the l a s t h a l f o f 197^ and the f i r s t seven 
months o f 1975, says t h a t since the a r r i v a l 
of Medicare and Medicaid, p u b l i c funds are 
being spent f o r more than f o u r - f i f t h s o f 
the e l d e r l y ' s h o s p i t a l b i l l s , and about 
t h r e e - f i f t h s o f t h e i r doctors' fees. Com-
pared t o these f i g u r e s , p u b l i c d o l l a r s go 
t o only t w o - f i f t h s o f the h o s p i t a l b i l l s 
of c i t i z e n s under 65 and less than 13 per 
cent t o t h e i r doctor b i l l s . 
What does PSRO mean f o r the problem o f 
medical malpractice? 
The study notes t h a t the PSRO program 
may help reduce costs o f malpractice i n -
surance by means o f p r o v i d i n g medical norms 
of care f o r various diagnoses. 
PRESENT STATUS 
Examining the present status of PSROs, 
the study f i n d s about h a l f of the 121 organ-
i z a t i o n s doing a c t u a l review under such 
programs as Medicare, Medicaid and the 
governm.ent' s Maternal and C h i l d Health 
programs. I t foresees t h a t about hO t o 50 
a d d i t i o n a l PSROs w i l l q u a l i f y by J u l y 1, 
1976, and says PSROs are i n existence now 
i n a l l but f o u r s t a t e s . 
At the time of p u b l i c a t i o n , the study 
found t h a t o f the o r i g i n a l 91 planning 
PSROs i n f i s c a l 197^-75, ^9 went i n t o con-
d i t i o n a l s t a t u s . Membership as of June 30, 
1975 t o t a l e d 90,000 physicians and includes 
about 30 per cent o f a l l hospital-based 
and officer-based physicians engaged i n 
p a t i e n t care, and about 22.5 per cent of 
a l l f e d e r a l and nonfederal physicians i n 
the U.S. and i t s possessions. 
The study says t h a t a n c i l l a r y s e r v i c e s , 
i n c l u d i n g drugs, w i l l f a l l under review by 
PSRO. I t also says t h a t groups such as 
nurses do not look k i n d l y on the physicians 
assuming domination o f PSRO. 
Meanwhile, s p e c i a l t y groups have a l -
ready asked f o r grants from PSROs t o probe 
use of a n t i b i o t i c s f o r i n p a t i e n t s , and t o 
map gui d e l i n e s f o r appropriate use of drugs. 
The d i f f i c u l t y here, the study p o i n t s out, 
i s the r e l a t i v e l y small amount o f money 
provided f o r PSRO n a t i o n a l l y , considering 
what i t has t o do. I t s o r i g i n a l budget 
request was $57 m i l l i o n f o r f i s c a l year 
1975, but t h i s was cut t o $37 m i l l i o n . 
GROUP REACTIONS 
The study also explores reactions t o 
PSROs from various power centers i n the 
medical-care area. The American Medical 
A s s o c i a t i o n , f o r example, o r i g i n a l l y took 
a dim view o f the PSRO law, but has gradual-
l y accepted the concept o f u t i l i z a t i o n 
review, says the study. 
On the other hand, subspecialty groups 
have given strong support t o the PSROs. 
The American Academy of Family Physicians 
was o r i g i n a l l y somewhat s k e p t i c a l , but i s 
now supporting PSRO. 
(Continued on pg. 6) 
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PSRO program may make i t s successful imple-
mentation impossible as now s t r u c t u r e d . 
'REMARKABLE JOB SO FAR' 
ERNEST SAWARD, M.D., pr e s i d e n t , National 
PSR Council: 
Considering t h a t we are r e a l l y j u s t two-
and-a-half years i n t o the PSRO program, and 
t h a t a t f i r s t i t was l i k e f i g h t i n g the C i v i l 
War t o get th i n g s s t a r t e d and get the co-
operation of people and o r g a n i z a t i o n s , I 
f e e l t h a t a remarkable jo b has been done. 
The law was signed at the end of 1972, and 
by the middle o f 1973 we had estab l i s h e d the 
PSRO areas throughout the country; by the 
end o f t h a t year we had g u i d e l i n e s developed. 
We now have h6 out of our 50 states a c t i v e 
i n PSRO program implementation, which i s a l l 
the more remarkable i n l i g h t o f the l i m i t e d 
funds t h a t are a v a i l a b l e . The la c k of Con-
gres s i o n a l a p p r o p r i a t i o n s i s hold i n g t h i n g s 
up now: We have hO planning PSROs, many of 
which would be ready t o move t o c o n d i t i o n a l 
s t a t u s , but cannot because of funding prob-
lems. The c o n d i t i o n a l PSROs themselves are 
not being adequately funded. I f the funds 
are not forthcoming soon, we w i l l have p a r t 
of the country a c t i v e i n PSROs, and the r e s t 
i n deep freeze. I t h i n k a very good job has 
been done i n p u t t i n g the program i n place. 
An e s p e c i a l l y f i n e j o b has been done by the 
government people i n Washington, and they 
have had e x c e l l e n t cooperation by some 
eminent physicians and medical s o c i e t i e s . 
'LITTLE IMPACT' ON QUALITY 
SIDNEY WOLFE, M.D., Health Research Group: 
I look at the progress question from 
two perspectives. From the standpoint of 
research advancements, medical-care evalua-
t i o n studies and s p e c i f i c studies o f suspec-
t e d abuses ( f o r example, the ne a r l y completed 
study on the o v e r - p r e s c r i p t i o n o f a n t i b i o t -
i c s ) , the progress could be c a l l e d f i n e . 
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There are some gains, such as a shorter 
l e n g t h o f stay , i n some areas; however, u t i l -
i z a t i o n review could have achieved t h i s even 
i f t h ere were no PSRO program. The second 
perspective i s the main purpose o f the PSRO 
program—the question o f q u a l i t y o f care and 
standards o f p r a c t i c e . There has been very 
l i t t l e impact here. The normative standards 
are being set by the s p e c i a l t i e s themselves, 
and i t i s the o l d problem of l e t t i n g indus-
t r y p o l i c e i t s e l f — t h e r e w i l l be l i t t l e po-
l i c i n g done, because standards are being set 
t e r r i b l y low. The standards set by the Amer-
ican College o f Surgeons are a good example 
of t h i s — t h e y are p i t i f u l l y low. There i s 
one other area where the program i s f a i l i n g : 
the whole secrecy matter. There w i l l be no 
doctor r e p o r t s made p u b l i c . That i s already 
s e t t l e d . The government caved i n t o the 
medical s o c i e t i e s on t h i s , and i t ' s a bad 
s i t u a t i o n . 
UNDERFUNDIWG, DISILLUSIONMENT 
JAMES SAMMONS, M.D., executive v i c e - p r e s i d e n t , 
American Medical A s s o c i a t i o n : 
I see two problems w i t h the PSRO pro-
gram now: One,federal underfunding has t a k -
en a l o t o f the steam out of some of the 
o r i g i n a l i n i t i a t i v e s . Many physicians i n 
PSROs, ready and w i l l i n g t o move ahead, now 
f i n d t h a t the Department of Health, Educa-
t i o n , and Welfare can't commit the necessary 
funds; Two, the r e i s a l o t of d i s i l l u s i o n m e n t 
w i t h the e a r l y promises t o all o w f o r innova-
t i o n and experiment. Doctors i n proposed 
PSROs were t o l d t o plan i m a g i n a t i v e l y , but 
now inno v a t i o n i s being replaced by r e s t r i c -
t i o n s . Things seem t o be j u s t l i m p i n g along. 
'IT'S PROGRESSING WELL' 
WILLIAM I . BAUER, M.D., pr e s i d e n t . Medical 
Service Consultants*,former d i r e c t o r , O f f i c e 
of P r o f e s s i o n a l Standards Review: 
Considering the c o n t r o v e r s i a l nature of 
the l e g i s l a t i o n , the program i s progressing 
s a t i s f a c t o r i l y . PSROs are developing i n a 
lar g e number o f areas. Sometimes, i n d i v i d -
u a l PSROs have some d i f f i c u l t y , e s p e c i a l l y 
i n going through the planning stage t o con-
d i t i o n a l s t a t u s . But g e n e r a l l y , the pro-
gram i s progressing w e l l and w i l l continue 
t o have momentum. As c o n d i t i o n a l s s t a r t r e -
view, they s t i m u l a t e others t o do review. 
There has been discussion o f l a c k of fund-
i n g , but i n the PSROs w i t h which I have 
worked, funding has not been a problem. Gen-
e r a l l y , t h i s discussion i s w i t h planning 
PSROs. 
'SOUND AND FURY' DYING 
JAY CONSTANTINE, c h i e f . Health P r o f e s s i o n a l 
S t a f f , Senate Finance Committee: 
PSRO i s now at the performance s t a g e — 
i t has passed the debating stage. The pro-
gram i s proceeding s l o w l y , but development 
and operation has accelerated. The program 
i s here t o stay. I t i s apparent t h a t the 
m a j o r i t y o f physicians across the country 
support or accept the concept. I t h i n k a 
l o t of the i n i t i a l "sound and f u r y " t h a t was 
present i n the bureaucratic stages has died 
down. We are now at the performance l e v e l 
and must deal i n terms of l e g i s l a t i v e i n -
t e n t . I t i s t h i s performance t h a t w i l l de-
termine the f u t u r e o f the program. 
FUNDING CHIEF PROBLEM 
WALLACE BENNETT, r e t i r e d senator from Utah, 
author of PSRO l e g i s l a t i o n : 
I t h i n k the c h i e f problem i n the PSRO 
program i s funding. There have been more 
a p p l i c a t i o n s f o r PSRO status than there are 
funds a v a i l a b l e . The one here i n Utah i s 
doing very w e l l , but the lac k o f adequate 
funding i s a f f e c t i n g others. Up u n t i l t h i s 
t ime, PSROs have been funded by d i r e c t ap-
p r o p r i a t i o n s . As you know, one o f the two 
c h i e f f u n c t i o n s o f PSRO i s t o supervise the 
operation o f Medicare. I t h i n k i t would be 
wise i f the A d m i n i s t r a t i o n and Congress 
would work t o have some o f the Medicare 
funds made a v a i l a b l e f o r the funding of 
PSROs. 
'WHAT HAVE BEEN RESULTS?' 
BERNARD TRESNOWSKI, M.P.H.A., senior v i c e 
p r e s i d e n t . Blue Cross Assoc. o f America: 
The most important question i s one 
t h a t has not been answered: What has been 
the r e s u l t o f PSROs t h a t are operational? 
There i s no in f o r m a t i o n a v a i l a b l e on t h a t . 
That i s the r e a l key. There has been some 
p r e l i m i n a r y i n f o r m a t i o n out of the Utah 
PSRO, which i s not as e x c i t i n g as one would 
hope f o r . From a process standpoint, there 
have been some successes, such as area des-
i g n a t i o n s . There i s a r e l a t i v e l y s i g n i f i -
cant number of c o n d i t i o n a l PSROs and p l a n -
ning PSROs. Although the medical community 
i s not convinced t h a t PSROs are the answer, 
the response o f physicians has been essen-
t i a l l y p o s i t i v e . They have p a r t i c i p a t e d 
a c t i v e l y , e s p e c i a l l y at the l o c a l l e v e l . 
Another p o s i t i v e aspect i s t h a t several p o l -
i c i e s coming out of DHEW have been good ones, 
e s p e c i a l l y the c o n f i d e n t i a l i t y d e c i s i o n . 
On the negative s i d e , 1 would have t o point 
t o the lac k o f funding, and also t o the 
peri o d of time when there was a s i g n i f i c a n t 
amount of i n t e r n a l squabbling at DHEW over 
p o l i c y and program d i r e c t i o n . My under-
standing i s t h a t t h a t i s l a r g e l y over now, 
and we're d e l i g h t e d w i t h t h a t . 
'QUESTION...IS MONEY' 
AL ANKRUM, executive d i r e c t o r , Baltimore 
C i t y , PSRO: 
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I don't t h i n k anyone a n t i c i p a t e d t h a t 
the response o f physicians would he as r a p i d 
as i t has been. Now the question i s whether 
there i s going t o be enough money so the 
PSROs can go ahead as f a s t as they are ready 
and w i l l i n g t o go. I t h i n k the program 
could go f a s t e r , but I don't know i f there's 
enough money, j u s t from the standpoint o f 
the general economic c o n d i t i o n o f the coun-
t r y . We are also concerned about whether 
PSROs w i l l be able t o move i n t o long-term 
care. I f they are having funding problems 
i n handling acute care, then obviously they 
are going t o have funding problems when they 
attempt t o go t o the second stage, which i s 
long-term care. 
'WORTH PURSUING' 
RICK CARLSON, J.D., h e a l t h c o n s u l t a n t : 
I t ' s not s u r p r i s i n g we haven't much t o 
show f o r the three years o f PSRO, because 
we don't know what i t should be accomplish-
i n g . We've never looked at what the medical 
system i s designed t o accomplish. We have 
only looked at the system on i t s own terms. 
I have never expected very much of PSRO and 
I t h i n k t h a t those who have, have been mis-
l e d . PSRO i s r e a l l y a c o s t - c o n t r o l measure, 
not a q u a l i t y - c o n t r o l measure. And i t has 
not had a measurable e f f e c t on cost c o n t r o l 
e i t h e r . Despite what I've s a i d , I s t i l l 
t h i n k i t ' s an experiment worth pursuing. 
When we a p p r o p r i a t e l y get around t o l o o k i n g 
at the question of q u a l i t y — a n d t h a t should 
only be a f t e r we have addressed ourselves t o 
the issue of assessing the e f f e c t i v e n e s s o f 
medical c a r e — t h e n PSRO w i l l be val u a b l e , 
because i t i s developing the human resources 
and the technology t o perform q u a l i t y con-
t r o l and assessment. 
'GROUND TO A HALT' 
REX GREENE, M.D., medical d i r e c t o r , area 2h 
PSRO, C a l i f o r n i a : 
(The program) has ground t o a h a l t . I t 
i s doing n o t h i n g , and not because o f the 
l o c a l people. We have two b i g problems i n 
C a l i f o r n i a : One i s t h a t a l l p r a c t i c i n g 
physicians are freaked out over l i a b i l i t y ; 
they want a c l e a r - c u t statement from the 
feds saying t h e y ' l l not be l i a b l e under 
PSRO, and the feds have been w a f f l i n g . Our 
board has voted t o suspend review a c t i v i t y 
u n t i l something comes from R o c k v i l l e . And 
second, there's MediCal. The s t a t e won't 
sign a PSRO agreement; i t doesn't want t o 
t u r n over p u b l i c money r e s p o n s i b i l i t y . And 
we've gotten no support from R o c k v i l l e i n 
deal i n g w i t h the s t a t e . So we're l e f t w i t h 
nothing t o do. And since the people i n 
Washington have nothing t o do e i t h e r , they 
are f l o o d i n g us w i t h paper, which we spend 
time t r a n s l a t i n g i n t o E nglish. But PSRO i s 
not a dead program. I s t i l l l i k e the l a w — 
I wish we could do something w i t h i t . There 
i s s t i l l some o p p o r t u n i t y t o e s t a b l i s h l o c a l 
review o f government-funded p a t i e n t s , and 
we'd l i k e the o p p o r t u n i t y t o do i t . 
'THE BEST ALTERNATIVE' 
PAUL J. SANAZARO, M.D., p r o j e c t manager. 
P r i v a t e I n i t i a t i v e i n PSRO and c l i n i c a l pro-
fessor o f medicine. U n i v e r s i t y o f C a l i f o r n i a 
School o f Medicine, San Francisco: 
PSRO i s here t o stay. Considering the 
odds they have had t o overcome, they have 
made remarkable progress. The program has 
been hampered by underfunding and confusion 
over the UR r e g u l a t i o n s , and i t also has a 
tendency t o overregulate. However, PSRO i s 
the best a l t e r n a t i v e we have t o provide an 
equitable system f o r q u a l i t y assurance, and 
by e q u i t a b l e , I mean a balance between the 
pr o f e s s i o n , the government and the p u b l i c . 
I am a strong advocate o f PSROs. 
PROCEEDS 'REMARKABLY WELL" 
DONALD C. HARRINGTON, M.D., National PSR 
Council member, p r a c t i c i n g gynecologist: 
Considering e v e r y t h i n g , 1 t h i n k the 
PSRO program i s proceeding remarkably w e l l . 
F i r s t , the program had t r o u b l e w i t h d e f i -
c i e n t funding as w e l l as changes i n op i n i o n 
by the Congress. Second, implementation of 
the UR regs created confusion among the med-
i c a l p r o f e s s i o n , the states and the PSROs 
themselves. T h i r d , PSROs have experienced 
d i f f i c u l t y i n o b t a i n i n g memoranda of under-
standing w i t h the s t a t e s . However, I under-
stand t h a t some of these problems w i l l be 
ironed out under new l e g i s l a t i o n . 
SHORT OF FUNDS, PEOPLE 
ROBERT B. HUNTER, M.D., member of the Board 
of Trustees, American Medical A s s o c i a t i o n ; 
member o f the Na t i o n a l PSR Council: 
The PSRO program i s progressing slowly; 
i t i s short o f funds, and there are not 
enough people w i t h e x p e r t i s e around the 
country. Because o f these two f a c t o r s , 
the deadlines t h a t have been set f o r im-
plementation are u n r e a l i s t i c . The areas 
t h a t have had successful implementaiton had 
experience before the PSRO law was enacted. 
(There were EMCROs i n Utah; Multnomah County 
i n Oregon had experience, and so d i d Colora-
do.) The areas t h a t are f u l l y o p e r a t i o n a l 
are l i m i t e d , but t h i s should not come as 
much o f a s u r p r i s e . T o t a l implementation 
w i l l r e q u i r e a tremendous amount o f funds 
and experience. 
COST-EFFECTIVENESS QUESTIONED 
GEORGE R. DUNLOP, M.D., p r e s i d e n t - e l e c t , 
American College o f Surgeons: 
Several matters concern me at t h i s 
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p o i n t i n PSRO development. F i r s t , imple-
mentation o f the PSRO l e g i s l a t i o n was not 
adequately funded, a f a c t t h a t m a t e r i a l l y 
cuts down on the e f f e c t i v e n e s s o f the whole 
program. Second, the p o t e n t i a l c o s t - e f f e c -
tiveness o f the program has not yet been 
d e f i n i t e l y e s t a b l i s h e d ; as a matter o f f a c t , 
t h i s form o f peer review may become another 
f a c t o r c o n t r i b u t i n g t o the e s c a l a t i o n o f 
health-care costs. F i n a l l y , though, I do 
f e e l t h a t the basic p r i n c i p a l o f s u b j e c t i n g 
the c l i n i c a l work o f the p r o f e s s i o n a l t o 
the s c r u t i n y of h i s peers i s sound. I t i s 
my hope t h a t over the years ahead, t h i s type 
of review w i l l prove t o be a c o n t r i b u t i n g 
f a c t o r t o improved q u a l i t y o f medical care. 
PROBLEM: FUND LIMITATIONS 
JOHN W. BUSSMAN, M.D., president o f the 
American A s s o c i a t i o n o f PSROs: 
I t i s d i s a p p o i n t i n g i n t h a t we haven't 
made ne a r l y as much progress as we had en-
vi s i o n e d . But I t h i n k t h e r e has been t r e -
mendous progress i n the past year i n de-
veloping c o n d i t i o n a l and b r i n g i n g along 
planning PSROs. The major problem, o f 
course, has been the l i m i t a t i o n o f funds: 
a number o f planning PSROs are st a y i n g as 
plannings longer than the doctors f e e l they 
should. 
CRITICAL PERIOD AHEAD 
-ERWIN HYTNER, p r o f e s s i o n a l s t a f f member. 
Subcommittee on Health, House Committee on 
Ways and Means: 
I t ' s a t a k i n d o f crossroads. The pro-
gram has n o t , obviously, proven i t s e l f . 
There i s a good deal of apparent a n x i e t y i n 
the p r o f e s s i o n about the w i l l i n g n e s s o f Con-
gress t o adequately fund the program so i t 
could have a reasonable o p p o r t u n i t y t o prove 
i t s e l f . Enactment of (the Medicare amend-
ments Dec. 19) proves t h a t Congress i s w i l l -
i n g t o provide funds t o t e s t the program. 
At the same time there i s concern i n the 
p r o f e s s i o n a l community about the resistance 
i n some p a r t s o f the country t o f u l l opera-
t i o n o f PSROs. I t h i n k the next year or two 
w i l l be a most c r i t i c a l p e r i o d . The program 
w i l l be watched c l o s e l y . I n a couple o f 
years the program w i l l have t o demonstrate 
and document the e f f e c t s o f p u b l i c money on 
the q u a l i t y and use o f h e a l t h services. I t 
w i l l have t o demonstrate t o the government 
t h a t i t ' s g e t t i n g i t s money's worth. 
'FUTURE NEVER BRIGHTER' 
HENRY SIMMONS, M.D., former d i r e c t o r . O f f i c e 
o f P r o f e s s i o n a l Standards Review, now o f J. 
Walter Thompson a d v e r t i s i n g agency: 
The f u t u r e o f the PSRO program was never 
b r i g h t e r than i t i s today, f o r a whole range 
of reasons. The major reason, though, i s 
t h a t Congress has j u s t passed amendments t o 
the S o c i a l S e c u r i t y Act t h a t w i l l assure a 
v i a b l e source o f funding f o r PSRO review. 
I f the President signs the l e g i s l a t i o n , as 
he i s expected t o do, i t should r e s u l t i n a 
marked increase i n PSRO a c t i v i t y throughout 
the country. A l l roads appear t o be open 
ahead f o r the PSRO program. • 
Private company's study 
sees acceptance of PSROs, 
despite diverse problems 
(Continued from pg. 2) 
Other studies o f p r i v a t e p r a c t i t i o n e r s ' 
a t t i t u d e s i n d i c a t e , according t o the IMS 
study, t h a t o n e - f i f t h o f the general prac-
t i t i o n e r s w i l l not provide medical care t o 
Medicare and Medicaid p a t i e n t s i f they have 
t o do so under the eyes o f the PSROs, 
The study says t h a t one survey showed 
t h a t one-fourth o f the physicians were 
a f r a i d o f having t h e i r incomes s l i c e d as a 
r e s u l t o f PSRO, and about o n e - t h i r d are f e a r -
fixL t h a t PSROs w i l l t r i g g e r more malpractice 
s u i t s , r a t h e r than fewer. On the other hand, 
most physicians who are e i t h e r h o s p i t a l -
based, under hi years o f age, or l i v e i n the 
northeastern p a r t o f the U.S. favor PSROs. 
A survey i n Chicago, made by another 
group of i n v e s t i g a t o r s , r e p o r t s t h a t 67 per 
cent o f physicians there b e l i e v e the aim i n 
passing the PSRO was the domination o f phy-
s i c i a n s . But a l s o , 7^ per cent o f respond-
in g physicians t h i n k t h a t medical-care r e -
view organizations w i l l have t o be set up 
eve n t u a l l y by the government, because the 
l o c a l physicians w i l l not take the i n i t i a -
t i v e . • 
January symposium 
location changed 
" P l u r a l i s m : Medicine and Government" 
i s the theme o f the symposium of the North-
east Conference o f PSROs set f o r Jan. 1^ . 
The l o c a t i o n reported i n l a s t month's PSRO 
Update has been changed t o Dunfey's Parker 
House i n Boston. 
The gathering i s sponsored by the Com-
monwealth I n s t i t u t e o f Medicine (Massachu-
s e t t s ) and the Connecticut Medical I n s t i t u t e . 
The host i s the New Hampshire Foundation f o r 
Medical Care. 
Featured speakers w i l l be Paul J. 
Sanazaro, M.D., and David E. W i l l e t t , J.D. 
Among the p a n e l i s t s w i l l be Raymond J. 
Saloom, D.O., a member o f the N a t i o n a l PSR 
Council, and Daniel Nickelson, a c t i n g deputy 
d i r e c t o r o f the Bureau of Q u a l i t y Assurance 
d i v i s i o n o f program operations. • 
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Funding issue impedes 
Pa. leadership role 
PHILADELPHIA, PA—By a l l l o g i c , Pennsylvania 
PSROs expected t o be f a r t h e r along toward 
f u l l operations than t h e i r counterparts i n 
any other s t a t e by the end of 1 9 7 5 . Having 
had the nation's f i r s t grant t o fund a 
statewide support center ( t o the Pennsylvania 
Medical Care Foundation, incorporated f o r 
t h a t s p e c i f i c purpose more than a year be-
f o r e the Bennett amendment was signed i n t o 
law) and w i t h no serious o p p o s i t i o n among 
doct o r s , planners had the r i g h t t o p r e d i c t 
c l e a r s a i l i n g . 
Indeed, Pennsylvania has done w e l l . 
Two-thirds o f i t s 1 2 PSROs had a t t a i n e d 
e i t h e r c o n d i t i o n a l ( f i v e ) or planning 
( t h r e e ) s tatus by J u l y o f 1 9 7 5 , and a l l but 
one of the other f o u r had submitted planning-
grant a p p l i c a t i o n s by l a s t A p r i l . 
But f r u s t r a t i o n s i n the P h i l a d e l p h i a 
area over the lack o f common boundaries f o r 
the h e a l t h - s e r v i c e areas and the PSROs have 
stymied some PSRO progress. 
I t has been equally f r u s t r a t i n g , says 
Larry R. Fosselman, support-center executive 
d i r e c t o r , t o see the inadequately funded 
DHEW Bureau of Q u a l i t y Assiirance adopt 
c r i t e r i a t h a t favor i s o l a t e d , i l l - p r e p a r e d 
PSROs over those w i t h well-developed pro-
grams . 
FUNDING CRITERIA 
Under current DHEW c r i t e r i a , he i n d i -
cated, p r i o r i t y f o r c o n d i t i o n a l grants i s 
given t o PSROs t h a t are statewide or w i l l 
e i t h e r complete or i n i t i a t e a s t a t e net-
work, and t o those w i t h 50,000 or more Medi-
care and Medicaid h o s p i t a l admissions an-
n u a l l y . 
"Only Chester-Delaware can meet the 
50,000-patient requirements, but i t ' s 
n e i t h e r the f i r s t nor the l a s t PSRO i n 
Pennsylvania, so we see no hope of more 
grants at t h i s t ime," Fosselman t o l d PSRO 
Update, 
(According t o BQA o f f i c e o f program 
operations, no c r i t e r i a have been s e t , 
although some suggestions were f l o a t e d a t 
the November N a t i o n a l PSR Council meeting. 
The Council took no a c t i o n then, but the 
matter i s expected t o be brought up at the 
next meeting, Jan. 12-13.) 
Sidney 0. Krasnoff, M.D., chairman of 
the P h i l a d e l p h i a PSRO, i s s i m i l a r l y p e s s i -
m i s t i c regarding funds. Nobody i n Washing-
ton seems t o r e a l i z e t h a t a c i t y c o n t a i n i n g 
s i x medical schools (one o f them osteopathic) 
a t t r a c t s so many complex cases by r e f e r r a l 
t h a t a d m i n i s t r a t i v e costs of peer review 
can run up t o $ 1 m i l l i o n a year, he p o i n t s 
out. 
Many v i s i t o r s , s u r p r i s e d t h a t Pennsyl-
vania doctors had PSRO statewide machinery 
ready long before the law was enacted, get 
a new respect f o r the p o l i t i c a l "savvy" of 
the Pennsylvania Medical Society. PMS has, 
among other t h i n g s , produced f o u r presidents 
of the AMA since World War I I . I n n a t i o n a l 
p o l i t i c s , t o o , the PMS shrewdly looks ahead, 
and seldom backs the wrong horse. 
PMS's peer-review experience began i n 
1 9 5 6 , when United Mine Workers set up a 
he a l t h plan t h a t r e s t r i c t e d choice t o cer-
t a i n doctors and h o s p i t a l s . Largely through 
the work o f J. Everett McClenahan, M.D., and 
Matthew M a r s h a l l , M.D., both o f P i t t s b u r g h , 
the UMW returned t o Blue Cross and Blue 
Shield i n I 9 6 3 . 
Cost e f f i c i e n c y , demanded by the UMW, 
got McClenahan and Marshall i n t o the 
H o s p i t a l U t i l i z a t i o n P r o j e c t , which was 
funded by Blue Cross and l o c a l corporations 
f o r s i x years. They learned how d i f f i c u l t 
i t can be t o get some data i n t o computers, 
but also learned t h a t r e s u l t s can be worth-
w h i l e , 
By 1 9 7 0 , the PMS House o f Delegates 
recognized t h a t doctors must be i n c o n t r o l 
of any review procedures, r a t h e r than i n an 
advisory c a p a c i t y , Marshall now r e c a l l s . 
Accordingly, when the Bennett amendment 
came along, delegates accepted h i s view 
t h a t " t h i s o f f e r s a chance, perhaps the 
l a s t chance, f o r us t o remain i n c o n t r o l o f 
medical p r a c t i c e . " • 
UR reimbursement mechanism, 
PSRO deadline extension 
pass Senate, House; go to Ford 
(Continued from pg. l ) 
he sa i d during a f l o o r debate. The Montgom-
ery County Medical Care Foundation, a PSRO 
group i n suburban Maryland, i s o f f i c i a l l y 
ceasing i t s peer-review a c t i v i t i e s as o f 
Dec, 3 1 , Gude sa i d , A s t a f f aide r e l a t e d 
the cessation t o the group's i n a b i l i t y t o 
get l i a b i l i t y insurance. Members o f peer-
review organizations as w e l l as the boards 
ought t o have l i a b i l i t y p r o t e c t i o n , Gude 
argued. 
SUPPORT OFFERED 
The Senate Finance Committee's l e a d i n g 
members. Democratic Senators Russell Long 
of Louisiana and Abraham R i b i c o f f o f Con-
n e c t i c u t , both supported the measure, ac-
cording t o Gude. Rep. Dan Rostenkowski (D -
1 1 1 . ) , saying t h a t he also had the support 
of Rep. Paul Rogers (D-Fla.), s a i d t h a t the 
amendment could not be accepted w i t h o u t "a 
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deep study on our p a r t i agree t h a t the 
problem o f l i a b i l i t y f o r PSRO-review actions 
and the d i f f i c u l t i e s PSROs are having i n ob-
t a i n i n g p r i v a t e l i a b i l i t y insurance are i s -
sues t h a t r e q u i r e serious a t t e n t i o n . " The 
Ways and Means Health Subcommittee, which 
Rostenkowski c h a i r s , w i l l consider the l i a -
b i l i t y issues, "and I expect t h a t we w i l l 
l e g i s l a t e on t h i s matter as soon as possi b l e 
t h i s year," Rostenkowski s a i d . I n the mean-
ti m e , he added, payment f o r the reasonable 
and necessary costs o f l e g a l counsel r e -
qui r e d by PSROs i n c i v i l a c t i o n s a r i s i n g 
from t h e i r mandated a c t i v i t i e s can be han-
dled by the DHEW Secretary without f u r t h e r 
l e g i s l a t i o n . 
CONTROVERSY SPARKED 
The delegation o f u t i l i z a t i o n review 
a c t i v i t i e s sparked a l i t t l e more controversy 
on the House f l o o r than the two-year dead-
l i n e extension. Rep. John J. Duncan (R-
Tenn.), said the p r o v i s i o n would "lead t o a 
complex and confusing reimbursement process 
i n which e i t h e r h o s p i t a l s w i l l lose the i n -
centive t o provide review o f p a t i e n t s other 
than Medicare or Medicaid p a t i e n t s , or Medi-
care may end up paying f o r services of non-
Medicare p a t i e n t s . " Rostenkowski said the 
measure has two important b e n e f i t s . F i r s t , 
h o s p i t a l s w i l l be re q u i r e d t o place a l l 
t h e i r PSRO u t i l i z a t i o n - r e v i e w costs i n one 
cost center, making i d e n t i f i c a t i o n of the 
f u l l and complete costs o f performing t h i s 
a c t i v i t y p o s s i b l e . Second, the PSRO t h a t 
perfonns the u t i l i z a t i o n - r e v i e w a c t i v i t i e s 
f o r a h o s p i t a l w i l l b i l l t he h o s p i t a l f o r 
those c o s t s , w i t h the h o s p i t a l i n t u r n c o l -
l e c t i n g from Medicare or Medicaid. 
The proposed changes are necessary f o r 
adequate Congressional e v a l u a t i o n o f PSRO 
cos t s , s a i d Rostenkowski. The present s i t u -
a t i o n r e s u l t s i n PSROs not delegating r e -
view f u n c t i o n s t o h o s p i t a l s e i t h e r because 
the h o s p i t a l does not wish t o do the review, 
or because the PSRO physicians b e l i e v e t h a t 
the h o s p i t a l i s not yet capable o f c a r r y i n g 
out the review, he said. " I n t h a t case, 
however, the PSRO must assume the costs o f 
ca r r y i n g on the review a c t i v i t i e s f o r such 
a h o s p i t a l out o f i t s operating funds," 
Rostenkowski s a i d . "This s i t u a t i o n obviously 
provides an i n c e n t i v e f o r the PSRO t o dele-
gate review f u n c t i o n s t o a h o s p i t a l , even 
though the delegation may not be warranted." 
W i l l i a m B. Munier, M.D., a c t i n g d i r e c -
t o r o f DHEW's O f f i c e of Q u a l i t y Standards 
(the r e c e n t l y renamed O f f i c e of Pro f e s s i o n a l 
Standards), s a i d an u l t i m a t e advantage o f 
the p r o v i s i o n w i l l be the saving "of a sub-
s t a n t i a l amount" o f PSRO money t h a t would 
otherwise have t o be spent on the u t i l i z a -
t i o n - r e v i e w process. These savings can be 
di v e r t e d t o s t a f f i n g , a d m i n i s t r a t i o n , data-
processing expenses and r e l a t e d a c t i v i t i e s 
he said. • 
Texas, five other states 
could win statewide PSROs 
At year's end. President Ford had be-
for e him a piece of l e g i s l a t i o n t h a t , i f 
signed, might give Texas and each of f i v e 
other states s i n g l e , statewide PSROs. 
The s e c t i o n of the Medicare amendments 
introduced by Sen. Lloyd Bentsen (D-Tex.) 
would r e q u i r e the Secretary of DHEW t o con-
duct, as soon as p o s s i b l e , a c o n f i d e n t i a l 
p o l l i n g of physicians i n those states i n 
which two or more PSRO areas have been des-
ignated, but i n which no "agreements" have 
been signed. The p o l l i n g would be t o de-
termine whether the areas' physicians would 
be, according t o the amendment, " w i l l i n g t o 
forego the l o c a l designations i n favor of a 
statewide area." I f the m a j o r i t y o f p h y s i -
cians opt f o r statewide designation, the 
Secretary would be re q u i r e d t o redesignate 
and consolidate the m u l t i p l e areas i n t o a 
statewide area. 
SIX STATES AFFECTED 
According t o the Bureau of Q u a l i t y As-
surance, the states a f f e c t e d , besides Texas, 
are Louisiana (which, l i k e Texas, has no 
agreements y e t ) , Indiana, Arizona, North 
Carolina and V i r g i n i a ( a l l of which have 
planning PSROs). 
I f the measure becomes law, the s u i t 
f i l e d by the Texas Medical Association and 
11 o f i t s p h y s i c i a n members i n the U.S. Dis-
t r i c t Court i n A u s t i n against the Secretary 
of DHEW more than a year-and-a-half ago 
could become moot. 
The s u i t claims t h a t the Secretary's 
" a r b i t r a r y and unreasonable i n s i s t e n c e on 
gerrymandering PSRO areas i n Texas i s f e d -
e r a l o v e r k i l l a t i t s worst." 
The TMA s u i t seeks t o ov e r t u r n DHEW's 
designation o f m u l t i p l e PSRO areas i n the 
s t a t e . By accomplishing t h i s change, the 
TMA hoped t o have the Texas I n s t i t u t e f o r 
Medical Assessment (which the TMA sponsors 
i n p a r t ) designated as the PSRO f o r the en-
t i r e s t a t e , w i t h the " a u t h o r i t y t o designate 
l o c a l components t o perform the review ac-
t i v i t y ." • 
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